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1. In a 1 wo-nation model, the equilibrium world price will occur where: 

/^} one nation's export supply curve intersects Hie ofoer nu Lion's import demand cui've. 
■tT) both nai ions 1 expo its are exact Iy iwd ce the level of imports. 

C) both nations' export supply carves are horizontal. 

D) both nations' import demand curves are vertical. 


2. Whickpi'ihe following wl I ge iterate a demand for country Xs currency in the foreign 
exchange market? 



trave I I >y fo reigners i n country X 

Ike desire of foreigners to buy slocks and bonds of firms : n coariLry X 
ihc export s of country X 
al I of the above 


1. Canadian e* port tran sac-lions c real e: 

A) a C anadi an demand for foreign monies and the sati siaction of this demand decreases 
tJie supplies of dollars held by foreign banks. 

B) Li Canadian demand for foreign monies tint! Ihc satisfaction of this demand increases 
the supplies of dollars held by foreign banks. 

C) a foreign demand for dol lars and the satisfaction of this demand decreases the 

^ sapplies oJ" forei gn monies held by Canadian banks. 

i D.V) a forei an demand for dollars and die satisfaction of this d cm and increases the 
J supplies of foreign monies held by Canadian banks. 


4. Under the gold standard: 

A) nations can protect iheir domestic price and employment levels Iron] changes in she 
volume and direction of world imde. 

^T^exckurige races ure virtually fixed, 

Tl) differences in exports and imports will be precisely balanced by long-term caphal 
flows. 

D) exchange idles, lluctitaic freely in response to changes in the s apply of. and demand 
for. foreign monies. 


5. Firms engaged in international trade can reduce exchange risk by: 
A) pay i ng for fo leigh goods Only when I hey are delivered. 

P) buying on eredi L. 

[CTJ hedging in tbe futures m& rk el. 

r)j dealing only with highly reputable firms. 
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6, Which combination of policies would enluil the greatest stimulus to domestic 

employment ;md output in the short run':-' 

Al rais i ng trad e bar ri ers on imports and subsidizin g exports 
Ko raising trade barriers oar imports and imposing special taxes on exports 
Cj lowering trade barriers on imports and imposing special tastes on exports 
/&)} lowering trade barriers on imports anil subsidizing esports 

7. I he central reserve currency for international trade under the Brett on Woods system was 

U.S, dollar. 

B) Swiss lrunc. 

C) Japanese yen 

If} British pound sterling. 


g, t nder the i me mat ion a I gold standard: 

A) a nation sacrifices an independent monetary policy. 

(gjj £0 |d flows between nations would .always promole macroeconomic stability, 
exchange rates would fluctuate with changes in demand and supply. 

I>) balance of payments im balances wnul d be m ugn i lied. 


Q _in L he real worl ± specialization i s rarel y complete because; 

(W)lna lions normally experience Increasing opportunity costs in producing more ot the 
produc l in wh i eh they are spccialiri ng. 

ft i pied uct i on possibilities curves are straight I i nes rather than Curves bowed outward 
at vie wed from the one in 


C) one nation's imports arc necessarily another nation s exports. 
□ } international law prohibits monopolies. 


Id. in a I wo -nation world, companilive advantage means Ihut one nation can produce. 
Aj a product with fewer inputs than the other nation. 

B) a product at lower average cost tbsin the other nation. 
rTTfy a product at a lower domestic opportunity tost than the Other nation. 

T>) more of a product than 1 he other nation. 


11. As it relates to international trade, "dumping'’; 

A) i s a lorm of price d istri m i notion illegal under Canadi an ami-corn hi ncs laws. 
\y. the practice of selling goods in a foreign market at less than coal, 
j constitutes a general case for permanent taril Is. 

I)j is defined as selling more goods than allowed by an I import q uyla. 





1 2 . Currency spec ul at ora aid international Trade by: 

{_&) J ubsurbi ng ext-ban ge rate ri sk which others do not want to bear, 
hi) i ncreading the voiatiiity of ex change rules. 

O making the demand for imports less eiashc. 

D’l promoting barter. 


i 3. The Brerton Woods system of exchange races relied cm: 

A) flexible exchange rates. 

BJl. fixed exchange rates with nen mechanism for changing them. 

fixed or "pegged" exchange rates, wiih occasional orderly adjustments to the rates. 
7 C ana da to set and periodically review worldwide exchange rates. 


14. Which is nos a commonly heard argument Cor protectionism? 

AI A strong national defense requires that some military prodticls be produced 
domes! i call y. 

B) Infant industries need short-run. but nnl long-run. protection from foreign 


comped, t ion. 

SptfciaLiaalion along (ha lines of comparative advantage can lead to greater 
economic instability for a nalion, 

DI When o i her nat i or is' eon n om i e s grow they ry picaily in i port I ewer goods and 
sc rviecs. 


5. I radc Bloc refers to a: 

Al group of industries that have common commodity and trade rules. 

Bi group of countries which have liberalised the movcmenl of Labour and not 
capita]. 

C) group of countries who impose iradc restrictions against each other. 

{'"Tjj^group of countries having common identity, economic interests. and trade rules. 


16. 


A.protective tariff will: 

increase the price and sales of domestic producers, 
red licc the wcl ft ire of domesti c consume rn, 

Cl cesult m a transfer of income from domestic consumers to government 
m ilt i nil of the above. 



7, The bcsl example of a laud-intensive commodity is: 

A) cam eras. 

B) radios. 

(Cjf) meat. 

D1 eh cm icals. 
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18. If h nation has a comparative advantage in (he production of X r this means die nation: 

# cannot benefit by producing and trading this pro due). 

must give up less oi' other goods than other nations in producing a unit of X, 
has a production possibilities curve identical to those of other nations. 

D) is not subject to increasing opportunity costs. 


] y. Tbc euTTenl system of exchange rates can best he described as: 

A) freely fluctuating exchange rates, 
dl riji i anoged flexible exchange rates. 

Cl"' rigidly lixed exchange rti tes. 

D) a crawling peg system. 


20. Fiee trade based on comparative advantage is economically beneficial because; 
Ad it pm moles an efficient allocation of world resources. 

B) ii inereflses cumpetitioo. 

C) it provides consumers with a wider range of prod ud.s- 


; ft} "of al I of the above reasons. 


21. If Lbe dollar price of yen rises, I hen; 

A) the yen price of dollars also rises. 

)b e dol I ar depreciates re I m ive to i he ye n. 
Cl the yen deprcci rites relative to die d olltir. 
I)) all of the above will occur. 


22. VVpjicii of die following would contribute to a Canadian balance of payments surplus? 

(AVi 1 Canada makes a unilateral tariff reduction on imported goods 
B"i Canadian Pacific pays a dividend to a Swiss stockholder 
C) Canada cuts hack on Canadian military personnel stationed in Germany 
ft) Fuss inn vodka becomes increasingly popular in Canaria 

2 j A [iccnsing requirement, or unrcasonabl c standard pertaining to the product qual ity and 
safety tor n product that is imported into a country* is art example: of; 

A.j protective tarills. 

■ Efi } nontariff barriers, 

C) voluntary export restri cti oils. 
ft) quotas on imported ptkjcJlelIs. 


Paqe A 


24. If century A can produce both goods X and Y more efficiently* that is, with smaller 
aWhltilc amounts of resources, dtan can country B; 

Jmiitnally advantageous specialization and trade between A and B may slill be 
possible. 

B) wc can conclude that A is on "advanced" economy and B is "less developed," 

C) it will necessarily be advantageous Ebr 13 to import tiotli X and Y from A, 

D) ibm there is no possible hap-is for mutually advantageous specialization ond trade 
between A and B. 


L'lie fact that international specialization and trade based on comparative advantage can 
increase world output ia re Heeled in the fact that. 

A) the production possibilities: curve of any two nations are identical. 

JtU. a nation's production possibilities and trading possibilities lines coincide, 

PJ y nation's trading possibilities line lies to the right of its production possi bi I i d 
line. 

D} a nation's prod notion possibilities line lies to the right of its trading possibilities 
me. 


26. En the balance of payments of Canada. Canadian merdujndise imports are recorded as a 
A) positive entry. 

capital account enlry. 

Cj current account en try. 

□y c^ffjciaJ reserves entry. 


27. The terms oflrade refleoi the: 

rate at which gold exchanges interna I iona Ely lor any domestic curre ncy. 
ratio at which nations will exchange two goods, 
fact that the gains from trade wi 31 be eq ual I y d ivided. 

I )1 cost conditions embodied in a single counity's production pOSSihilities enrv r e. 



iLuiuy be mis leading to label a trade deficit as "unfavourable" or "adverse" because 
A)/ 1 the multiplier does not apply to a unde deficit 
i) it i n crease a o ur aggregate outptf t and employment 
n (Canadian consumers benefit from a hade deficit during the period it occurs. 

D i all of Lhe above rca sons. 


29. Suppose Canada eliminates tariffs on German bicycles. As a result, wo would expect: 

A) the price of German bicycles to decline in Canada. 

B) employment would increase in the German hi cycle Industry. 

Cl employment would decrease m the Canadian bicycle industry, 

f I >)"Na Hof the above to occur. 




30. Admit! can best he described as: 

/ A jk ao exc isc tax on an imported ^ood. 

TT J a govern merit payment to domestic producers lo enable them Lo sd.] compel itivd y in 
world markcLs- 

C) an excise tax on an exported good. 

IJ) a law which sets a limit on the amount of a good winch can be imported. 
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